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BOTH INDIAN AND U.S. SIDES HAVE APPROVED FOLLOWING AGREED 
MINUTE OF INDO-U.S. TAX TREATY DISCUSSIONS WHICH WILL BE 
SIGNED DECEMBER 23. THIS TEXT WILL NOT BE MADE PUBLIC AND 
THERE WILL BE NO PRESS STATEMENT. POUCHING DRAFT OF PRO- 
POSED TREATY: 

"AN INDIAN DELEGATION LED BY SHRI S. NARAYAN, CHAIRMAN, 
CENTRAL BOARD OF DIRECT TAXES AND A UNITED STATES DELEGATION 
LED BY MESSERS JOHN RAEDEL AND MORDECAI FEINBERG, ASSOCIATE 
DIRECTORS OE THE OEFICE OF INTERNATIONAL TAX AFFAIRS, RE- 
SUMED DISCUSSIONS IN WASHINGTON, FROM DECEMBER 19 THROUGH 
23, 1977, ON A CONVENTION FOR THE AVOIDANCE OF DOUBLE TAXA- 
TION OF INCOME AND PREVENTION OF FISCAL EVASION WITH RESPECT 
TO TAXES ON INCOME. 
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THE ATMOSPHERE OF CORDIALITY AND MUTUAL RESPECT WHICH 
CHARACTERIZED PREVIOUS MEETINGS CONTINUED DURING THESE DIS- 
CUSSIONS. THOUGH ALL OF THE ARTICLES OF THE DRAFT TREATY 

WERE DISCUSSED EULLY, AND A NUMBER OE ISSUES WERE CLARIFIED 
AND AGREED, IT WAS NOT POSSIBLE FOR THE DELEGATIONS TO 
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REACH FINAL AGREEMENT AT THIS TIME ON THE FULL TEXT OF A 
PROPOSED TREATY. 

THE INDIAN DELEGATION STATED THEY WERE WILLING TO OFFER 
CONCESSIONS FROM THEIR PREVIOUS POLICY OF UNLIMITED SOURCE 
COUNTRY RIGHT TO TAX. THESE CONCESSIONS, HOWEVER, WERE 
PREDICATED ON AGREEMENT BY THE UNITED STATES TO THE INCLUS- 
ION OF A TAX SPARING CREDIT OR OTHER PROVISIONS HAVING 
SIMILAR EFFECT. THE UNITED STATES RESPONDED THAT ITS PRE- 
VIOUSLY STATED POSITION WITH RESPECT TO SUCH PROVISIONS HAD 
NOT CHANGED, AND THAT THE UNITED STATES IS NOT ABLE TO 
AGREE TO THE INCLUSION OF ANY SUCH PROVISION, IN ANY 
TREATY, REGARDLESS OF THE CONCESSIONS WHICH MIGHT BE OFFER- 
ED IN RETURN. 

PENDING A RESOLTUION OF THIS BASIC QUESTION, A NUMBER 
OF ISSUES REMAINED OPEN. THESE RELATE PRINCIPALLY TO THE 
DEFINITIONS OF BUSINESS PROFITS AND PERMANENT ESTABLISH- 
MENT AND TO THE TREATMENT OF SHIPPING INCOME, DIVIDENDS, 
ROYALTIES, AND FEES FOR TECHNICAL SERVICES AND THE SCOPE 
OF THE ARTICLE ON NONDISCRIMINATION. 

ATTACHED IS A DRAFT OF THE PROPOSED TREATY INDICATING 
THOSE POINTS WHICH ARE AGREED AND INDICATING ALSO, BY 
MEANS OF BRACKETS, THOSE ISSUES WHICH HAVE BEEN RESERVED 
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FOR FUTURE DISCUSSION PENDING A RESOLTUION OF THE 
DIFFERENCES IN VIEW ON THE ISSUE OF TAX SPARING. 

IT WAS AGREED THAT THE DELEGATIONS WOULD RECONSIDER 
THEIR POSITIONS WITH RESPECT TO THE REMAINING OPEN ISSUES 
AND WOULD EXCHANGE CORRESPONDENCE WITH A VIEW TOWARD CON- 
CLUDING THE DISCUSSION AT AN EARLY DATE." VANCE 
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